Monenco 


“Shapes of Things to Come” 


“Shapes of Things to Come” 


Large engineering projects require several years 
of effort before their shapes can be seen, and then 
more years while machinery is being installed and 
tested. But early in the design phases, models and 
drawings are made which provide an excellent idea 
of how the project will appear. 


Models, especially, serve an important practical 


About Monenco 


Monenco Limited combines several consulting and 
management firms with compatible interests. With a 
total payroll of approximately 5000 employees, the 
Monenco group is one of the largest of its kind in North 
America, and its member companies operate throughout 
Canada and on all continents. Monenco has been a 
public company since 1969; however, control remains 
with its senior staff. In this way, the company is able to 
maintain an unbiased, independent approach in its 
activities on behalf of its clients. 


function. They help the engineer to work out com- 
plex designs; and they also play a valuable role 
during the construction phases. 


Some “‘shapes of things to come” are illustrated on 
the cover, below, and on pages 7, 8, and 9. They 
include large power and energy projects and 
examples of other activities of the Monenco group. 


Cover (left to right) 


Power from coal: Monenco Overseas Limited is cur- 
rently engineering the first stage of the Suralaya 
thermal station, an 800 MW plant in Indonesia. As a 
member of a joint venture, Montreal Engineering is 
providing services to the Bukit Asam mining and trans- 
portation project which will fuel the station. 


Power from peat: Giant ‘vacuum cleaners’’ such as 
this Monenco design will mine peat to fuel thermal 
plants in Canada. Peat has an energy value roughly 
equivalent to fuels such as wood and lignite coal. 
Montreal Engineering’s mining division has been 
studying peat for several years. 


Power from garbage: Shown is a model of a com- 
bined waste disposal and power plant in Miami. It will 
process 11,000 tons of municipal waste per week and 
simultaneously produce 76 MW of electric power. 
Baymont Engineering Company is providing electrical 
engineering services. 


Top left 


This model in Monenco’s Calgary offices represents a small 
section of the Keephills power plant. Phase | of this new project 
will see two 400 MW steam generating units operating by 
February 1984. 


Bottom left 


Proposed peat-fired 200 MW plant for Hydro-Québec. Peat 
compares favorably in heat value with wood and lignite. There 
are an estimated 540,000 square kilometers of peatland in 
Canada. 


Monenco Limited is an Alberta company with its head 
office in Calgary and its principal office in Montreal. 
The head office of its largest component and founding 
company, Montreal Engineering Company, Limited, is 
also in Montreal. The head offices and regional offices 
of other associate and subsidiary companies are located 
in various parts of Canada and abroad. 


In working on their varied projects, Monenco compa- 
nies operate independently or in association with other 
members. Each one has the backing and experience 
of the whole group. 


Highlights 1979 


Revenues 


For the second consecutive year, Monenco revenues sur- 
passed the $100,000,000 mark, and earnings per share 
were $1.82. Dividend payments were at the $0.70 per 
share level. 


A somewhat lower margin reflects stiffer competition and 
the company’s cost of reassigning Monenco staff evacu- 
ated from Iran. 


Energy 


Activities in the energy field continue to dominate. Several 
large thermal plants are underway, and work continues at 
a rapid pace in the nuclear field and on a half-dozen 
hydroelectric projects around the world. Activity in the oil, 
gas, and petrochemical industries also increased. 


Development 


Following revision to its Articles, Monenco Limited is now 
undertaking projects in its own name, bringing together 
the full resources of the group. Projects are also under- 
taken by individual subsidiaries and associates, as in the 
past. 


Acquisitions 


Carlson & Sweatt — Monenco, Inc. of New York, became a 
wholly-owned subsidiary in 1979. Forty per cent interests 
were acquired last year in Canamont Construction Inc., 
a Montreal firm specializing in construction of marine 
installations, and in Martec Limited, of Halifax, ocean 
science specialists. The group’s interest in Hardy Asso- 
ciates (1978) Ltd. was increased to 20 per cent. 
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1979 1978 

Operating revenue ....| $109,981,000 | $103,574,000 
Net income from 

operations .............. 5,319,000 5,966,000 
Net income after 

extraordinary 

HONIS et) Be 5,319,000 6,659,000 
Per share 

First Guater. 5.4; 45 02 

Second quarter ...... 45 “Ste 

Third quarter .......... 42 53 

Fourth quarter ........ .50 44 

Extraordinary item .. —_— .24 

For the year ............ 1.82 2.28 
Dividends paid .......... 2,044,000 1,606,000* 

Pershare.2 70 serete 
Number of 

shareholders ........... 1,344 1,247 


Number of employees 

(approximate, 

including associate 

COMPAIMES) i. 2 4,900 4,600 
*Includes the 15% release tax paid on Class B Common and Class Y 
special common share dividends. 


234 - 42 417% 
234 - 3% 5.90% 
3% - 5% 6.36% 
4% - 52 5.70% 
3% -5% 6.63% 
434 - 8% 8.30% 
7% -10% 7.06% 
6% -9'% 5.28% 
8% -14 


10 - 13% 


+Per share figures have been restated to reflect the 1976 2:1 share split 


Report to Shareholders 


Operations 


The Company's revenues exceeded $100,000,000 for the 
second time in as many years, despite the loss of signifi- 
cant business in Iran, delays in decisions to proceed on a 
number of major Canadian energy-related projects, grow- 
ing world unrest, and slowdowns in the United States and 
Canadian economies. In the face of these circumstances, 
earnings at $1.82 per share, while disappointing and less 
than the $2.04 level obtained in 1978, provide a measure 
of the stabilizing influence of our program of diversification 
of operations, The lower margin is attributable to two main 
factors: first, the high cost of relocating and re-assigning 
personnel who were evacuated from Iran and, second, the 
effect of more severe competition. However, fourth quarter 
results, because of new assignments and projects, showed 
an improving trend. 


Dividends for the year were maintained at the $0.70 per 
share level, or about 40 per cent of earnings, which your 
Directors consider to be a reasonable level of payout, con- 
sidering the requirements of capital to finance growth in 
our traditional lines of business as well as the probability 
of further acquisition and diversification. 


Activities in the electric energy field continued to be domi- 
nant. New thermal power plants were started for Calgary 
Power Ltd. at Keephills, Alberta; for Alberta Power Limited 
at Sheerness, Alberta; and for the National Electric Power 
Authority of Nigeria at Lagos. A new extension was started 
at the Poplar River thermal plant for the Saskatchewan 
Power Corporation, and work was commenced on the 
execution phase of the Suralaya thermal plant for Peru- 
sahaan Umum Listrik Negara of Indonesia and on the 
thermal plant for the Oman Mining Co. in the Sultanate of 


Oman. At the same time, work continued on thermal plants 
at Sapeie in Nigeria, the Lingan plant in Nova Scotia, the 
Thunder Bay and Atikokan stations in Ontario, and the 
Sundance plant in Alberta. Work continued on hydroelec- 
tric plants at Jebba in Nigeria, at Andekaleka in the Demo- 
cratic Republic of Madagascar, at Corani in Bolivia, at 
Balbina in Brazil, at LG-3 in Quebec, and at Charlot River 
in Saskatchewan. Work on nuclear plants by Canatom Inc. 
continued at Gentilly in Quebec, at Lepreau in New Bruns- 
wick, at Cordoba in Argentina, and at Wolsung in Korea. 
At year’s end, Canatom’s assignment for engineering as- 
sistance to the Rumanian nuclear programme was getting 
started. 


Although the major energy projects in the oil and gas 
industry did not get under way, the Monenco companies 
in this field showed much improved results over last year. 
Monenco Pipeline Consultants enjoyed continuing work 
in Algeria and a number of small assignments in Canada. 
MHG International Ltd. had one of its best years, due to 
participation in the increased activity in the petrochemical 
field. 


Both E & B Cowan Limited and Hallmark Engineering, 
Limited experienced a satisfactory year in the forest prod- 
ucts field. Both companies were awarded significant con- 
tracts; and at year’s end, E & B Cowan Limited activities 
in the pulp and paper field gave that company its largest 
backlog in recent years. 


Hatch Associates is carrying out the management and 
engineering of a $400 million steel production complex 
for the Iron and Steel Company of Trinidad and Tobago. 


66 os = o s 
Award-winning Tight Fit’’ 

NIGERIAN POWER PLANT — This power plant expansion, at 

Kainji, completed last year, won an award from the Association 

of Consulting Engineers of Canada. Monenco engineers de- 


signed new units to produce 60 per cent more power from 
existing spaces provided in the powerhouse. 


Ahead of Schedule, Below Budget 


C.I.L. PROJECT — Two Monenco companies, Montreal Engi- 
neering Company, Limited and Hatch Associates Ltd. combined 
to engineer and manage construction for this $100 million C.I.L. 
chloralkali plant at Bécancour, Quebec. The project was com- 
pleted three months ahead of schedule and below budget. In 
spite of a tight construction schedule, lost time injuries were 
much lower than industry average — a tribute to Hatch safety 
engineers. 


Innovative Design 
Reduces Pollution 


BEAR ISLAND PULP MILL — The innovative 
design by E & B Cowan is based on 100 per 
cent thermo-mechanical pulp. Moreover, water 
consumption is reduced to one-quarter of the 
amount normally required in such mills by 
recycling and use of cooling towers. As a 
result, pollution is drastically reduced. The 
pulp mill near Ashlands, Virginia, in operation 
since December 1979, was completed under 
budget and three months ahead of schedule. 


This project, along with a number of projects for major 
industrial clients in Canada, produced a good year for 
Hatch. 


Montreal Engineering Company's Mining Division con- 
tinued to play a significant role in coal mining activities in 
Western Canada with a large number of study assignments 
carried out. Overseas, it implemented major assignments 
in Colombia and continued its work on the Bukit Asam 
mining project in Indonesia. 


Activities in the United States did not turn out as well as 
expected. During the early part of the year, some antici- 
pated projects did not materialize with the result that the 
first three quarters were below forecast; however, activities 
started to pick up in the last quarter, and results should be 
better in 1980. 


Development 


In April, at the Annual and Special Meeting of the Share- 
holders in Calgary, a Special Resolution to allow the Com- 
pany to undertake contracts in its Own name, as well as 
through subsidiary and associated companies, was adopt- 
ed. Your Directors consider this to be a significant step 
in the further development of the Company, since it now 
permits a single entity with a multitude of disciplines to 
offer its services to clients for very large projects. 


Effective 1 January 1979, Carlson & Sweatt — Monenco 
Inc. of New York City became a wholly-owned subsidiary 
which now enables consolidation of the several com- 
panies in the U.S.A. under Monenco Inc. 


A 40 per cent interest in Martec Limited, of Halifax, Nova 
Scotia was acquired in March. This firm specializes in 
ocean science and oceanography. The Company has also 
taken a 40 per cent interest in a new company called 
Canamont Construction Inc. Canamont is the successor 
to Quebec Engineering Limited, a construction company 
specializing in marine structures. The other shareholders 
of Canamont are the former principal and senior em- 
ployees of Quebec Engineering. 


As part of a minor reorganization of the Company’s in- 
ternal structure, two wholly-owned subsidiaries, Montec 
Ltd. and Monenco Consulting Engineers Ltd., were wound 
up. 


The Company continues to examine possible mergers and 
acquisitions for further expansion and diversification. 


General 


Mr. Denis Stairs, OBE, former chairman, vice-president, 
and chief engineer of Montreal Engineering, passed away 
while on his way home from the office on 14 January 1980. 
He was in his 91st year and had served the Company for 
58 years. In his business dealings, as a professional en- 
gineer, and as a leader, Mr. Stairs set a remarkable exam- 
ple throughout his career in every aspect of his conduct, 
and we are the better for it. His contribution to the Com- 
pany was truly outstanding. 


Mr. W. R. Davis, former vice-president and chief electrical 
engineer of Montreal Engineering, passed away at his 
home in Calgary on 12 February 1980. Recently retired, 
Mr. Davis was for many years one of Canada’s leading 
power engineers. 


The Kruger Pulp & Paper Limited suit against E & B 
Cowan Limited, La Société d’Ingénierie Cartier Limitée, 
and Montreal Engineering Company, Limited as well as 
the Cartier and Cowan actions against Kruger Pulp & 
Paper Limited for recovery of fees and costs are expected 
to go to trial in late 1980. The Company is participating 
with Syncrude, Bechtel, and Babcock & Wilcox in an in- 
vestigation into a problem with the utility plant at the 
Mildred Lake tar sands oil plant. To protect their position, 
Syncrude have initiated legal proceedings for alleged 
damages and expenses amounting to $22 million. It is the 
opinion of counsel that Monenco has no liability in this 
matter and that, should the legal proceedings be pursued, 
they could be successfully defended. 


The indigenous staff of Monenco Iran has continued to 
carry out assignments for its various clients, and payment 
of dollar receivables continued on an irregular basis 
throughout the year; however, payments for services in 
local currency have been consistent. 
As a result of the Amendment to the Objects of the Com- 
pany to permit it to undertake contracts in its own name, 
the Directors have appointed subject to approval of the 
amendment to the Articles of the Company, the following 
additional Officers: — 

L.A. Carey — Vice-President, 

Western Region 


J.S. Denis - Vice-President, 
Oil & Gas Processing 
G. G. Hatch - Vice-President, 
Metallurgical Projects 
Z.Kolisnyk — Vice-President, 


Thermal, Western Region 
P.C. Veinot — Vice-President, 
Operations 


Outlook 

For many reasons that are well known and accepted, it is 
inevitable that the 1980s will concentrate heavily on the 
world’s energy problems and their solution, with an in- 
creasing proportion of capital investment being allocated 
to this sector of the economy. The current uncertainty 
regarding world crude oil supply, due to the political sen- 
sitivity of many OPEC country areas, and the longer term 
decline of low cost conventional oil production will accel- 
erate exploration for and production of conventional fron- 
tier and synthetic crudes as well as other forms of energy. 
In the domestic market, Alberta, Saskatchewan, New- 
foundland, and the North will certainly be areas of intense 
activity in pursuit of this goal. Alberta and Saskatchewan, 
with huge reserves of tar sands and heavy oil, are almost 
certain to see the development of several very large energy 
projects beginning in the early 80s. At least two are al- 
ready in the advanced planning stage awaiting favorable 
terms with provincial and federal governments. It is hoped 
the traditional differences between the two levels of gov- 
ernment will not unduly delay this badly needed source of 
crude oil. 


Monenco has for many years specialized in the energy 
field, and the demand for such ‘know-how’ which has 
evolved with technological development is reaching an 
all-time high. With its strong presence in Alberta and other 
energy-rich areas and its unified Monenco approach, the 
Company is poised to play a significant role. Our gradual 
involvement in the management of these very large fron- 
tier resource developments is, moreover, building our 
capability to assume even greater responsibilities in the 
mega-dollar projects down the road. In so doing, we aim 
to confirm our long-held view that Canadian expertise is 
well capable of undertaking the management of huge 
projects. 


Expansion in the forest products industries in Canada and 
the U.S.A. is continuing at a high rate and the Monenco 
companies in these fields are extremely busy. 


In the mining and metallurgical fields, Monenco compa- 
nies expect to be involved in the many new large projects 
being planned. 


In the power sector, which continues to provide the base 
load of our operations, the Company’s capacity to acquire 
and execute new assignments and maintain its long term 
growth objectives will be limited only by its ability to 
recruit and train sufficient additional competent personnel 
to carry out its work. The demand for technical personnel 
of all disciplines is extremely high, particularly in Western 
Canada, and will increase as the projects get underway. 
The Company’s management is addressing itself assidu- 
ously to this problem. 
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MONENCO REVENUE 


Geographical Distribution 


Percentages 
1979 1978 
Canada 
Atlantic Provinces ........ 8.0 7.6 
Central Canada... 221 24.5 
Prairies and Northwest 
Termtories: 2.5... 30.0 32.9 
Pacific Rim. 2 3 63.2 10 66.7 
Foreign 
Caribbean and 
Latin America ............ 9.6 8.7 
Africa. oe. 9.2 7.8 
ASIA oe ee 8.9 12.0 
United'States=. =. 8.7 4.3 
Other Foreign ................ 4 36.8 oD 33.3 


100.0 100.0 


GC, RITCHIE ie J. K. ©. MULHERIN 
Chairman of the Board President 
March 18, 1980 
Type of Service 
Percentages 
1979 1978 
ROWE. 2 a 63.1 64.8 
Industrial. 27 ee (i 4.8 
Resources, Pipelines and 
Telecommunications .... 15 4.5 
Chemical and 
Petrochemical: 
Engineering 26...55. 4.4 4.3 
Construction... 8 9.2 
Metalldrgical. 2. 2s 3.9 3.0 
Pulp and Paper and 
Forest Products =... 3.0 25 
Othere 33 eee ee. 9.0 6.9 
100.0 100.0 
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Hydroelectric Project in Nigeria 


Drawing shows a cross-section of the main dam and powerhouse at the 
560 MW Jebba hydroelectric project in Nigeria. Six such drawings and 
eleven working hydraulic models were completed to assist in the engineer- 
ing design. A few months ago, earthmoving equipment began displacing 
the 92 million cubic meters of earth and rock required to form dams and 
make way for the spillways and powerhouse. Drilling teams (right) work at 
the powerhouse site. 


Steel Making Complex in Trinidad 


A project which was in the model stage not so long ago is currently 
nearing completion at Point Lisas, Trinidad. Hatch Associates Ltd. and 
Trintoplan Consultants Ltd. are providing engineering and project 
management services for the new integrated steel making complex 
for the Iron and Steel Company of Trinidad and Tobago. When com- 
pleted, the meltshop will have the capacity to convert 700,000 tonnes 
per year of molten steel which is continuously cast into billets. The 
billets will subsequently be rolled into wire rod in a modern, high 
speed mill. 
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Korea’s Candu, a 600 MW heavy water nuclear power 
plant, is under construction in Wolsung, on the South 
China Sea (right). Canatom technicians (above) check 
intricate piping design in a model section of the reactor 
building. The completed model, comprising some twenty 
sections, is on site to assist in construction. Completion 
of the power plant is expected in 1982. 


The first of two 150 MW units in an extension to the 
Thunder Bay thermal generating plant will be complete 
by January, 1981. All major functions will be controlled 
by digital computer. This station is believed to be the first 
in North America with such advanced control devices. 


GaN 


Picture shows a major expansion in progress at Suncor’s 
oil sands facility in Alberta. MHG International, a member 
in a joint venture, is currently engineering the process and 
utility plant extensions. When complete, the expansion Is 
expected to boost production by 28 per cent to 58,000 
BPD. 


Elevated Transit System 


H. J. Ross Associates* in a joint venture is providing final 
design services on a three-mile section of elevated guide- 
way for Miami's twenty-mile metrorail transit program. The 
work includes relocation of underground facilities and 
several major thoroughfares. 


Tar Sands Pilot Plant 


Improving oil recovery from tar sands is a high. priority 
for Canada’s energy developers. The National Research 
Council awarded a contract to MHG International to 
assess the commercial viability of the NRC spherical 
agglomeration process. The pilot plant shown here is an 
important part of this project. 


Paper Mill Expansion 


Drawing shows Ontario Paper Company’s Thorold plant 
after major expansion. Engineering is being done by 
E & B Cowan Limited. Two new twin wire paper machines 
will produce 309,000 tonnes of newsprint per year. The 
project is expected to be complete in April 1983. Increased 
newsprint production is estimated at 42 per cent. 


Airports 


MIAMI: Plan view below shows one of two new concourses 
currently in the design stage for the Miami International Airport. 
H. J. Ross Associates* is providing mechanical, electrical, and 
plumbing design for both three-storey concourses and ground 
services. 


ST. KITTS: This artist's concept shows St. Kitts air terminal 
building as it will look when the current expansion program is 
complete. Montreal Engineering completed the master plan, 
feasibility study, and design, and will also be involved in com- 
missioning. 


*A division of Baymont Engineering Company 
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C. Ritchie — Chairman of the Board 
J. K. C. Mulherin — President 

A. W. Howard — Deputy Chairman & Vice-President 
N. Rivington — Vice-President 

W. J. Smith — Vice-President 

G. G. Hatch — Vice-President 
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J. S. Denis — Vice-President 
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V. P. Leahy — Assistant Secretary- Treasurer 
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Directors’ Affiliation 

R. G. Black is partner of Jones, Black & Company, Bar- 
risters & Solicitors. 

G. Décarie is President of Canamont Construction Inc. and 
Chairman of La Société d’Ingénierie Cartier Limitée 

R. M. Hardy is Chairman of the Board of Hardy Associates 
(1978) Ltd. 

G. G. Hatch is President of Hatch Associates Ltd. 

All other directors are employees of Montreal Engineering 
Company, Limited. 


Head Office 
One Palliser Square, 
Calgary, Alberta 


Principal Office 
2045 Stanley Street, Montreal, Quebec 


Act of Incorporation 
The Companies Act of Alberta 


Stock Exchanges 
Alberta Stock Exchange 
Montreal Stock Exchange 
Toronto Stock Exchange 


Transfer Agent and Registrar 
Montreal Trust Company, 
Calgary, Halifax, Montreal, Toronto and Vancouver 


Auditors 
Price Waterhouse & Co., Montreal 
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Wholly Owned Subsidiaries: 
Montreal Engineering Company, Limited 
Montreal Engineering (Eastern) Limited 
Montreal Engineering (Overseas) Limited 
Monenco Asia (Pte.) Ltd. 

Monenco Computing Services Ltd. 
Monenco Consultants Limited 

Monenco Consultants Pacific Ltd. 
Monenco Engineering B.V. 

Monenco Inc. 

Monenco Ireland Limited 

Monenco Jamaica Limited 

Monenco Mid-East Limited 

Monenco Ontario Limited 

Monenco Overseas Limited 

Monenco Pipeline Consultants Limited 
Monenco Pipeline International Limited 
Monenco Project Services Inc. 
Mon-Max Services Ltd. 

Baymont Engineering Company 
Carlson & Sweatt — Monenco, Inc. 
Edmunde Newhall Associates Ltd. 
Sheppard T. Powell Consultants Limited 
Staff Corrosion Engineers Ltd. 

Victus Consultants Ltd. 


Associated Companies: 

(with percentage of ownership) 

Anthony Priest & Partners International Limited (30) 
Canamont Construction Inc. (40) 

Canatom Inc. (333) 

CANEP Canadian Energy Projects Limited (36) 
E & B Cowan Limited (30) 

EHV Consultants Ltd. (16%) 

Hallmark Engineering Limited (45) 

Hardy Associates (1978) Ltd. (20) 

Hatch Associates Ltd. (25) 

Hoyles Niblock International Limited (45) 
Kaiser Engineers Power Corporation (33%) 
La Société d’Ingénierie Cartier Limitée (46) 
London Monenco Consultants Limited (50) 
Manecon Associates Limited (333) 

Martec Limited (40) 

MHG International Ltd. (45) 

Monasa Consultoria e Projetos Ltda. (39) 
Monenco Iran Limited (49) 

Montreal Engineering Company (Nigeria) Limited (60) 
Saskmont Engineering Company Limited (49) 
Sertel Ltée (41) 

ShawMont Ltd. (50) 

ShawMont Newfoundland Limited (50) 
ShawMont Nigeria Limited (40) 

Teshmont Consultants Inc. (3373) 

Tidal Power Consultants Limited (45) 

Wade Reproduction Services, Inc. (45) 


MONENCO LIMITED 


Consolidated Balance Sheet 
December 31st, 1979 


Assets 


ak aM ert are ee Set ee ne ee eas tvcath seat 


Short term notes, deposits and marketable securities, 
PCOS ah ca DOKOKIMALSS IMANKEL oa.c ho soy. Lo cvacc ci cosas gests en Seenarggontwavigadevgeers 
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UIST RL, ISTE ae IO 
Serene ME omINOLC 2 me ete seo ns ee eB ae AR 2 dates elie ute radns syste Nedwudn sh hbcarnee 


Fixed assets, less accumulated depreciation of $3,677,000 
UE EES) UO GATE RSH e) en All tanta NS a ON se ee oe 


Cost of shares in acquired companies in excess of value of underlying assets, 
come CUNMUNETOCN AMON UZAUION: eee ee ehh ison eth tae obser pdt bhews dee eons beh 


Liabilities 
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BS OMNES MES VOD Carr eh RR toe, amet du MRL Mine Alten rae rawl debian gore tie 

uh O MCC Oe ee Nae See ee ne. LM ie Oe eh ee on 

Be eho emo Ie mlaXCS. erent hala er ies) Sg Nai Oui ee eeP nish whites 
Current liabilities including deferred income taxeS 0.0.0.0... 
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Shareholders’ Equity 


Share capital (Note 4) 
Common shares ................ . 
Special common shares I SO Bee ay Ei Be TNS SNE oc a atl, 


FSI SUGINS OIRO IS cae ate Mice Nt NWO a RE eae Pe RI cen Arc ee aa 


Approved by the Board, 


C]AWIGHIE J. K. C. MULHERIN 
Chairman of the Board President 
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1979 1978 

(in thousands) 
$ 961 teeta 
7,245 6,114 
45,369 40,303 
1,200 663 
54,775 48,352 
572 (eon 
4,476 4,242 
1,159 1,248 
$60,982 $54,633 
$11,054 310,152 
4,885 Wa) 
4,550 4,739 
6,769 TREX) 
27,258 24,209 
689 664 
27,947 24,873 
1,662 1,662 
125 125 
31,248 ERGOT 
33,035 29,760 
$60,982 $54,633 


MONENCO LIMITED 


Consolidated Statement of Income 
and Retained Earnings in the Business 
for the year ended December 31st, 1979 


Revenue from operations 
Operating expenses 
Depreciation and amortization 


Income from operations 
Interest and other income 


Provision for income taxes 


Net income, before extraordinary item 


Extraordinary item: Profit on sale of interests in Banister Continental Ltd., 


net of taxes of $77,000 
Net income 


Retained earnings at begining of year 


Dividends paid 
Retained earnings at end of year 
Net income per share, before extraordinary item 


Net income per share 


Dividends per share on common and special common shares 


Auditors’ Report 
To the Shareholders of Monenco Limited: 


We have examined the consolidated balance sheet of 
Monenco Limited as at December 31st, 1979 and the 
consolidated statements of income and retained earnings 
and of changes in financial position for the year then 
ended. Our examination of the financial statements of 
Monenco Limited and those subsidiaries and associated 
companies of which we are the auditors was made in 
accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. We 
have relied on the reports of the auditors who have exam- 
ined the financial statements of the other companies. 
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1979 1978 
(in thousands) 
$109,981 $103,574 
100,015 925i 
1,108 1,011 
101,123 OSwiec 
8,858 9,852 
1,658 V2ee 
10,516 ES, 
5,197 5,163 
5,319 5,966 
a 693 
5,319 6,659 
27,973 22,920 
33,292 29,0 
2,044 1,606 
$ 31,248 > 2(0%S 
ae eee erent Menten eRe ee. 5 $ 1.82 $ 2.04 
$ 1.82 D “226 
PRS AIS $ 0.70 $ 0:55 


In our opinion, these consolidated financial statements 
present fairly the financial position of the Company as at 
December 31st, 1979 and the results of its operations and 
the changes in its financial position for the year then ended 
in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the 
preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, 18 March, 1980 


MONENCO LIMITED 


Consolidated Statement of Changes in Financial Position 


for the year ended December 31st, 1979 


Working Capital provided by 


Net income for the year, before extraordinary item 


Charges to income not requiring outlay of working capital: 
Repreciation rand amornizations. et cesc ere. Sede bes 


Berrie ICOMeC TaXCS. 0 ea fener soe e an easels 
Working capital provided by operations 0... 
BRC MICHINCOCD gan. tre lag vest yee hia cried. 
Froceeds: of sale Of INVESIMENtS oo... ccec eects. 


Working Capital used for 
Dividends 


Investments in associated companies in excess of underlying assets ........... 


TMM VESTTICHES coh be ee eee te eee tees 


Increase in working capital 
Working capital at beginning of year 


Working capital at end of year, excluding deferred income taxes ............... 


PROMS Cali © O8lGh La XO San cos oe cre ee eee oles 


Working capital at end of year, including deferred income taxes |... 


EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Accounting Policies 
a) Principles of consolidation 


Monenco carries on its consulting practice through sub- 
sidiary and associated companies. The accounts of the 
subsidiary companies are fully consolidated with those 
of Monenco. The associated companies, which are prin- 
cipally corporate and unincorporated joint ventures estab- 
lished to carry out specific projects or provide specialized 
services, are consolidated on a proportionate basis in 
relation to Monenco’s interest therein, after eliminating 
intercompany charges. The Company's share of the 
assets, liabilities, income and expenses of associated 
companies is as follows: 


Cumenthasscismee eee 
Investments at cost .............. 


Fixed assets, at cost less 
accumulated depreciation 
of $1,700,000 ($1,073,000 
in 1978) 


Current liabilities including 
deferred taxe€S: ....:0..8-. 


EGUITWec meet erentetaeaass pcatneoys 


Revenue from operations 
after elimination of 
intercompany transactions 


Operating expenses 


Income before provision 
for income taxes .............. 


1979 1978 
(in thousands) 
$ 5,319 $ 5,966 
1,108 tO 
(1,020) Pig EGS 
5,407 9212 
25 664 
a 1,969 
5,432 11,845 
2,044 1,606 
(89) — 
(34) 101 
1,157 2,094 
3,078 3,801 
2,354 8,044 
31,932 23,888 
34,286 on932 
6,769 (169 
$27,517 $24,143 
1979 1978 
(in thousands) 
$23,796 $22,414 
162 123 
1,910 1 ASI 
25,868 24,214 
18,505 SS 
$ 7,363 $ 6,037 
$42,396 $46,708 
36,992 40,507 
$ 5,404 $ 6,201 


Note 1a (cont'd) 


Earnings of foreign subsidiary and associated companies 
are recorded only to the extent that such earnings can be 
remitted to Canada. 


The excess of costs of shares in acquired companies over 
the book value of underlying assets which arose prior to 
December 31st, 1974 amounts to $1,023,000 and is not 
being amortized as, in the opinion of management, the 
Company will derive continuing benefits from such costs. 
The balance arising after 1974 is being amortized on a 
straight-line basis over 10 years. 


b) Revenue determination 

Most contracts for the provision of consulting services are 
undertaken on a ‘cost plus’ basis, where revenues are 
recognized as services are rendered. When contracts of a 
lump sum nature are undertaken they are accounted for 
on the ‘“‘percentage-of-completion’ basis with revenue 
being recognized only to the extent of the work completed. 
Losses, if any, are provided for in full as soon as they 
become apparent. 


c) Income taxes 

Income taxes charged to operations are provided on a tax 
allocation basis with deferred income taxes arising from 
the reporting of income for tax purposes on a modified 
accrual basis. As the deferral arises from the tax treatment 
of current assets, this liability is grouped with current lia- 
bilities on the consolidated balance sheet. 


d) Foreign currency translation 

Revenue and expense are translated at the average rates 
of exchange for the year. Assets and liabilities are trans- 
lated at the year end rate. Foreign currency translation has 
resulted in a net gain in 1979 of $269,000 ($129,000 in 
ASCE 


e) Depreciation 

Fixed assets are stated at cost. Furniture and fixtures are 
depreciated over their estimated useful lives on the de- 
clining balance method. Leasehold improvements are 
amortized on the straight-line method over the terms of 
the leases. 


2. Investments 
Investments include 


a) Computer programmes from which the Company re- 
ceives royalties at cost of $1,360,000 ($1,333,000 in 1978) 
less accumulated amortization of $1,176,500 ($991,000 in 
1978). 


b) Other investments, primarily minority shareholdings in 
private development and manufacturing companies, at 
cost. 


3. Long Term Debt 


Long term debt, bearing interest at an annual rate of 
12.6455 per cent, is repayable in blended principal and 
interest payments of U.S. $5,587 per month for six years 
and U.S. $10,000 per month for eight years thereafter. 


4. Share Capital 

a) Voting rights 

Class A and Class B common shares carry one vote per 
share and are interchangeable at the shareholder's option. 
Class X and Class Y special common shares carry five 
votes per share and are interchangeable at the snare- 
holder’s option. 
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b) Dividends 
All shares rank equally as to dividends. 


c) Authorized and outstanding 
At December 31st, 1979 the share capital was: 


Authorized Outstanding 
Class A and Class B 
common shares of no 
Dal Valen hse eee 8,000,000 2,383,802 
Class X and Class Y 
special common shares 
Ol ING: Pak Valueiw are. 2,000,000 536,192 


5. Contingencies and Commitments 


a) A subsidiary company has received tax assessments 
from Canadian income tax authorities on the income of a 
foreign subsidiary. These assessments are being con- 
tested; however full provision has been made in the ac- 
counts for such taxes in the event that the appeal is un- 
successful. 


b) A subsidiary and two associated companies are defen- 
dants in a Suit for alleged damages and expenses aggre- 
gating approximately $40 million in connection with the 
design and construction management of a paper mill ex- 
tension. Counsel have advised that in their opinion this 
Suit can be successfully defended. A subsidiary company 
is involved, with the contractor and the manufacturer, in 
an investigation into the design of a utility plant. Legal 
proceedings in respect of alleged damages and expenses, 
amounting to $22 million have been initiated in this matter; 
however, counsel have advised that, in their opinion, such 
proceedings, if pursued, could be successfully defended. 


c) Premises utilized by subsidiary and associated com- 
panies are occupied under operating leases of various 
lengths of up to twelve years duration. 


6. Iranian Operations 


Operations in Iran were continued on a limited basis in 
1979. Payments are being received in both Canadian and 
local funds. At December 31st, 1979 the Company’s share 
of the assets in Iran amounted to Can. $4,700,000 when 
converted at the year end rate of exchange. Management 
expects that, ultimately, the value of these assets will be 
realized. If there were no further realization of these assets 
there would be a net charge to operations of $2,800,000 
($0.96 per share). 


7. Remuneration of Directors and Officers 


Direct remuneration paid by the Company and its sub- 
sidiaries to senior officers aggregated $619,540 in 1979 
($463,231 in 1978). $5,600 in fees were paid to the direc- 
tors of the Company. 


8. Pension Plans 


Most of the companies in the group have pension plans 
for their employees. All such plans are fully funded and 
SO maintained on a current basis. 
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